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THE THREE STEPS OF CAR BUYING  

 

STEP ONE: DO YOU HOMEWORK  

 
q How much can you afford? 

• Total Amount 
• Down Payment 
• Monthly Amount 
• Prepare a Spending Plan 
• Calculate Debt-to-Income Ratio 

 
q What type of car should you buy? 

• New or Used 
• Size and Style 
• Safety and Performance 

 
q Where should you buy? 

• Dealership 
• Private Seller 
• Internet 
• Car Buying Service 

 
q What is a Fair Price? 

• Invoice vs. MSRP 
• Library and Internet 
• New and Used Car Cost Guides 

 

STEP TWO: MAKE THE PURCHASE  

 
q Where will you finance? 

• Credit Union 
• Bank 
• Dealership 
• Finance Company 

 
 
 
 
 
 

 
 
 
q How much will the money cost? 

• Simple Interest 
• Add-on Interest 

 
q Should you lease? 
 
q Negotiate a great deal 

• Limit the information you give out 
• Shop Twins 
• Ask for Discounts 
• Take a Road Test 
• Avoid Unnecessary Add-ons 

 
q Know the “Tricks of the Trade” 
 
q Exercise your legal rights 

• Read all the contract details 
• Use the power of the pen 
• Have NLSO check out contract 

before signing 
• Take action if you have a 

complaint 

 

STEP THREE: DECIDE ON YOU 
TRADE-IN  

 
q Trading vs. Selling 
 
q What is a fair price? 

• What is the dealer willing to pay? 
• Only negotiate AFTER you are 

done with your purchase and 
financing 

 
q What if you owe more than it is 

worth? 
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DETERMINING CAR PAYMENTS 
 
 

When purchasing new cars or vehicles, 
the most commonly asked question is: 

 
“How much will my 
monthly payments be?” 
 

The answer of course will depend on the 
amount financed, the number of months 
financed, and the interest rate. 

 
Remember, the larger your down payment, 

the less your monthly payment will be. 
 
 
To use the chart, the following 
steps apply: 
 

1. Cross the interest rate with the 
number of months you wish to finance 
for and locate your multiplier. (For 
example: 9.5% at 36 months is 
.0320332, 9.5% at 48 months is 
.0248853, and 9.5% at 60 months is 
.021002). 

 
2. Multiply the total amount you plan to 

finance by the multiplier and you will 
have your monthly payment.   

 
(For example: $10,591.00 at 9.5% for 
36 months = $10,591.00 x .0320332 = 
$339.26 per month,  $10,591.00 at 
9.5% for 48 months = $10,591.00 x 
.025 1235 = $266.08 per month,  
$10,591.00 at 9.5% for 60 months = 
$10,591.00 x .021002 = $222.43 per 
month.) 

 
 
 
 

 
  %       36  48      60 
    Months           Months   Months 
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 “SOURCES OF HELP” 
 
Agencies 

• Command Financial specialist 
• NFSC – Financial Educators 
• Armed Forces Disciplinary Control Board 
• Better Business Bureau 
• State Attorney General or Consumer Protection Agencies 
• Credit Unions – Car Buying Assistance Programs 
• National and local Automobile Dealers Associations (NADA) 

 
Information 

• Consumer magazines 
• Kelley Blue Book and NADA Official Used Car Book 
• New Car Pricing Guides (Edmunds, Intellichoice) 
• Your Local Library 

 
Web Sites 

• www.lifelines4qol.org 
• www.consumerworld.org 
• www.nada.com 
• www.kbb.com 
• www.edmunds.com 
• www.intellichoice.com 
• www.autobytel.com 
• www.carpoint.com 
• www.autoweb.com 
• www.autopedia.com 

 
 
 
REMEMBER: 
 

q Do you homework 
q Keep it three separate transactions:  your new car, the financing, and the purchase 
q Have used cars checked by a trusted mechanic before purchase 
q Have NLSO check the contract before signing 
q Beware of the “tricks of the trade” 
q Do your budget to KNOW what you can afford 
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CAR BUYING WORKSHEET 

 
 Vehicle A Vehicle B Vehicle C 

Base Price    

Automatic?    

Air Conditioning?    

Radio/Stereo?    

Other Options    

Discounts/Rebates    

Sub Total    

Taxes, Title, Tag    

Total Cost    

Down Payment    

Amount Financed    

Interest Rate/Yrs    

Monthly Payments    

 


